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DENNIS C. PROUTY
DIRECTOR
515/281-5279

STATE CAPITOL
DEs MOINES, lowa

STATE OF IOWA so3ts

LEGISLATIVE FISCAL BUREAU

July 1991

The Honorable Bob Amould
Chairperson of the Legislative Council
State Capitol

Dear Chairperson Arnould:

During the 1989 Legislative Session, the General Assembly passed House File 550, which
required the Legislative Fiscal Bureau (LEB), to conduct an evaluation of the Job Retraining
Program of the Department of Economic Development. Interest in this Program was
prompted by the recognition of the General Assembly that Jowa businesses have a need to
retrain employees, modify operational processes, and retool equipment ir order to maintain a
competitive edge in a rapidly changing technological environment.

The Program has operated for two fiscal years, and 90 companies have been awarded $3.3
million in financial assistance. These projects will provide retraining to approximately 14,000
Iowa employees, at an average State cost of $256 per employee.

The report contains several recommendations and policy options presented for the Department
of Economic Development and General Assembly's consideration. Additionally, the
Legislative Council is asked to extend the study through the end of FY 1993, to provide an
opportunity to measure some of the economic impacts of the Program.

The LFB received the cooperation of the Department of Economic Development and thirteen
of the Iowa community colleges in the collection of information necessary for the completion
of this report. Additionally, 43% of the businesses receiving assistance provided information
about the Program from their perspective.

The report was prepared by Douglas Wulf (project supervisor), John Hawley, Sue Lerdal and
Jon Studer, with assistance from Nicole Navara. If you have any questions regarding this
report or wish to see copies of the specific questions asked in the business or community
college surveys, please contact Douglas Wulf (281-3250) or John Hawley (281-7799).

Respectfully submitted,

(oo S5

Principal Legislative Analyst
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Introduction

Towa has developed a variety of programs aimed at assisting businesses to maintain a competitive
advantage and train employees to obtain the skills necessary to assure a well-trained and productive
work force. The majority of the programs have been aimed at business start-up or expansica and the
training of new employees. However, the Legislature has determined that there is also a demand
among existing businesses which need to adopt new technologies and diversify product lines in order
t0 retain competitive and viable operations. These companies often are not adding staff, but have a
need to retool both the physical plant and the equipment and machinery base.

In an effort to provide assistance to companies in this situation, the General Assembly passed House
File 550 (The Job Retraining Act) creating the Job Retraining Program at the Department of
Economic Development (DED) during the 1989 Legislative Session. The Job Retraining Program is
designed to assist companies in retraining current employees in areas where new technologies are
being implemented through retooling, and without the training provided, the companies will lose
their competitiveness and ultimately lay off employees. It was the intention of the Legislature the
Program benefit both businesses and employees. Businesses would benefit by maintaining viability
in a competitive world market. Employees would benefit by increasing the overall skill level of
Towa employees, thus increasing the pool of employees which have the skills necessary for the
demands of the future job market. The Program would, if it operated as intended, help JIowa firms
maintain or even expand their respective market share, foster business expansion, stimulate job
creation in some industries, and at a minimum insure job retention.

Included in the Legislation was a mandate that the DED prepare and submit an Annual Report prior
to each Legislative Session on the progress of the Program. The first Annual Report was submitted
to the Legislative Fiscal Committee on June 12, 1991 and copies ar¢: available from the DED or the
Legislative Fiscal Bureau (LFB).

Additionally, the LFB was required to conduct an evaluation of the Program. The LFB was
instructed to, at a minimum, consider the following items in its review of the Program:

1. The number of loans, forgivable loans, or grants provided.

2. The number of loans defaulted.

3. The average size of the business receiving retraining assistance.

4

. The effect of the programs upon wages of participating workers and nonparticipating
workers.

5. The effect of retraining programs on the State's economy.
This report includes a three-phase review of the Program. First, a descriptive overview of the
Program, its operations within the DED and the comments of Program staff about its operation.

Second, a summary of the results of a survey and interviews with community colleges involved in
identifying businesses with retraining needs and assisting those businesses in the application and
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training process. Finally, a review of the results of a phone survey with a sample of business
participants.

Program Operations At DED

The Job Retraining Program legislation provides that a business can apply for assistance from the
DED which would enable it to retrain employees to meet its retooling needs, provided that the
business will retrain existing employees. A participating business can use the assistance provided to
pay for basic adult education {math, reading, etc.) which are necessary for the employee to function
successfully in the workplace, or to pay for job specific training (training required to handle new
machinery, new methodologies, new management practices, etc.). Additionally, vocational and skill
assessment services and testing, training facilities, equipment essential to the training, training

materials and supplies, college and company administrative expenses, and salaries of the trainers are
appropriate Program-related expenses.

According to the DED, applications are submitted by Iowa's community colleges on behalf of the
businesses which are applying for assistance. The colleges market the Program and recruit eligible
businesses for participation. After an application is received, the DED conducts a review of the
applications and can accept, deny, or request modification of the application. Each project is scored
on a variety of factors established in the administrative rules for the Program. Among the factors
included are the following:

1. The quality of the jobs to receive the retraining.

2. Whether there is a new operation or market diversification involved.
Whether there is a new manufacturing process being established.
Past performance of the retraining agency.

Feasibility of the retraining project.

The need of the company for the project to avoid layoffs.

The viability of the company.

® N kW

The level of company funds being invested in retraining.

Initially, a panel of 7 members (6 staff from DED and one representative from the Department of
Education) et formally to discuss each application and jointly determine if a project should receive
funding. However, the Department has modified its procedure so that 4 DED staff members
independently review the applications and only meet as a panel if there are significant problems with
the application or a member feels that the application should be denied.

Businesses must demonstrate how the retooling efforts impact the skill needs of their employees,

provide a minimum matching financial contribution of one-to-one, illustrate how the
retooling/retraining project will open new or diversified market opportunities or create a new
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manufacturing or managerial process, and explain the feasibility of the retraining plan. In order to
receive a forgivable loan or a grant, businesses must also shcw one of the following:

1. A net increase in the number of employment positions.
2. A net increase in the wages paid to participating workers.
3. A net increase in the quality of the employment positions held by participating workers.

Once the applications are approved, a contract is drawn up with the business, the sponsoring
community college, and the DED all as signatories. The award is then advanced to the community
college which in turn reimburses the business for actual retraining expenditures. Community
Colleges charge the business fees fur the services they provide. Fees charged to the businesses vary
by project and by community college for the application and administration of the projects.
Application fees charged to date range from $55 to $1,500 and an administrative fee may either be
charged as a part of the instructional costs if the community college does the training or as a
percentage of the award (ranging from 10% to 13.97%). A 13.86% administrative fee is permitted
under the Iowa Industrial New Jobs Training Program (280B Program) and evidently an assumption
has been made that a similar fee is permitted under the Job Retraining Program. The 280B Program
provides similar types of training for businesses creating new jobs for new or expanding businesses.

The majority of the training has been conducted by trainers from the community colleges either at
the community college or at the business site. However, some of the projects have utilized in-house
trainers or trainers frcm the private sector with the funds merely passing through the community
college for audit and accounting purposes. The community colleges sdll charge the administrative
fee to those businesses which elect to have someone other than community college faculty or
associates conduct the training.

m _Funding Allocation

Currently, program funding is allocated on a formula based upon the population of the community
college district. (Appendix A provides a breakdown of the allocations made to each community
college for FY 1990 and FY 1991). Awards are determined by the DED, the Department of
Revenue and Finance approves the amount and then funds are dispersed to the community colleges
by the DED. The Program allows community colleges to sponsor more applications for funds than
are available to the college with the understanding that if funds allocated are not fully utilized by
some community colleges the funds will become available for other projects after March 1. Funding
for FY 1991 was reduced from $2.0 million to $1.5 million as a result of the deappropriations
during the 1991 Legislative Session. The General Fund appropriation is $1.0 million for FY 1992.

Analysis of the Trainins P

Appendix B details the total number of projects receiving funding for FY 1990 was 36 (a total of 38
were approved, but 2 businesses declined) and in FY 1991 was 54. Of these, all single business
applications received forgivable loans. Consortium applications, or applications to provide similar




training to 2 number of businesses at the same time, were funded with grants. Funding levels
ranged from $4,464 to $50,000, with an average award being $36,515.

One eligibility requirement for the funding is that a business must match the funding requested at a
minimum of one-to-one. Matching levels ranged from $9,152 to $1,000,000, with an average
business investment of $118,075. The average ratio of business investment to State funding was
three-to-one. Not all of the businesses investments were cash, as the Program allows investment in
equipment and staff time to be counted toward the match.

The size of the businesses receiving funding ranged from 9 to 2,770 employees. The average
number of employees was 508. The following is a breakdown of the number of employees and the
nur.oer of businesses receiving awards in each size range.

Number of Employees Number of Businesses
50 employees or less 13
51 - 100 employees 16
101 - 250 employees 17
251 - 500 employees 15
501 - 1000 employees 16
1001 or more employees 13
Total . 90

There are 13,721 employees that will receive training through this Program the first two fiscal years

at a total cost of $3.3 million. The average per employee State cost of training is $256, with a range
of $46 to $4,167 per employee. Smaller companies were mere likely than larger companies to train

a larger percentage of the total employees of the business.

Types of training provided included a wide array of machine specific training, cross-training of
personnel, basic skills training, supervisory skills training, and management skills training. Below is
a breakdown of the number of projects providing various types of training. (Note that the number of
types of training provided are more than the number of business participants due to the fact that
many businesses provided multiple types of training for various levels of employees.)

1. Machine or process specific training - 12
2. Basic education or basic skills related to industry - 13

3. Team, supervisory, and management training (e.g., Statistical Process Control, Quality
Circles, Team Building, Total Quality Management, Just-in-Time) - 46

4. Computer related skills - 14




5. Training trainers - 5
6. Miscellaneous other training - 5

nomic Im

As noted by the DED in the Annual Report presented to the Legislative Fiscal Committee on June
12, 1991, it is too early to quantify the results of the Program on the success of training and impacts
on the economy. Only a few companies have completed all phases of the training, which can take
up to two years. Questions that need to be addressed in this area cannot be answered until at Jeast

the companies which were funded during FY 1990 complete the training and further data can be
collected.

Efforts are currently in process to collect sufficient information on the companies that complete (or
fail to complete) the contracted training schedule. Working with the Department of Employment
Services (DES) and the LFB, the DED has developed a set of measures for which data is or will be
available to provide the information necessary to answer questions in this area. Examples of
questions to be addressed include:

1. Were the contract requirements met?

2. Did the employees completing training receive the salary increases noted in the
proposals?

3. Have the companies retained the staffing levels they had prior to the training or have they
expanded or reduced the number of employees?

4. Has the company's market share increase or declined?

5. Are individuals who were trained still employed by the business? Still in the industry?
Still in the State?

6. How have businesses which utilized the Program fared in comparison to other businesses
in the same industry and region?

This type of information will be made available largely through the DES data banks, and data
collection is expected to begin early in FY 1992.

mmendation

Staff of the DED stated that the Program has been operating satisfactorily. After szveral initial

modifications of the procedures for reviewing and approving applications, the methodology has been
constant for approximately the past year.

In relation to the application procedures, the DED staff noted in the Annual Report that larger
businesses were at a distinct advantage in completing all application requirements as much of the
necessary data was already being collected by them. Smaller businesses often had to create a new or
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modified record-keeping system to accommodate the Program. This concern was raised by
businesses which were interviewed and by some community college staff. The DED recommended
changes to the application procedure relating to financial and other documentation, some of which
were adopted during the 1991 Legislative Session in HF 498 (Iowa Retraining Act), which should
reduce the increased paperwork for smaller businesses.

The DED would like to have the ability to establish simplified procedures for smaller companies
requesting assistance at levels under $5,000, and procedures for paying consulting fees to experts to
work with companies over several years rather than the current two-year limit for the training. The
latter situation was also noted by some of the respondents in the business survey.

Finally, the DED staff stated that the relationship with the community colleges needs to be
improved. According to the DED, some colleges were committing more funds for projects than
were available for the fiscal year. This results in projects having to be carried over to the next fiscal
year, or only partial funding provided in the first fiscal year and the remaining funding coming from
the following fiscal year's allocation. The DED staff noted that this causes confusion for some
businesses which believe that the DED may be delaying the project after all the effort the business
put into the application process.

The DED also believed that certain programs offered by different colleges could be utilized by
businesses in other districts, but that the competition between the colleges was not conducive to
sharing programs on a regular basis.

Results Of Survey Of/And Interviews With Community College Staff

In order to obtain the views of the community colleges a survey instrument was designed and sent to
the coileges' designees for this Program. All but two of the colleges responded to the questionnaire.
Additionally, two of the community colleges were selected for more in depth input and staff of the
LFB visited each location and conducted an in-depth interview. The results of the survey and
interviews are summarized below. A summary of the responses to the survey instrument is
presented in Appendix C.

As with any new Program, it takes time for administrative rules to be adopted and implemented,
staff to be hired, and for potential applicants to become familiar with the Program. Comments from
the community colleges were varied on many of the issues which were discussed. It was apparent
that community college implementation and satisfaction with the Program varied depending upon the
size of the community college and their understanding of the governmental oversight process.

Program Solicitation

The commynity colleges develop and utilize a file of businesses with which they contact and
communicate ®q a regular basis. When a new program such as the Job Retraining Program is
instituted, the community colleges notify the businesses in the file of the opportunities for funding
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and the process for application. Nearly all of the businesses receiving assistance from this Program
were notified in this manner. The remainder either inquired of the community college upon hearing
of the Program or learned of the Program through trade publications or the Department of Economic
Development's (DED) Digest, a monthly publication.

The procedure for soliciting businesses appears to work effectively provided the community
colleges' files are inclusive of all eligible businesses in their area and they notify business of the
opportunities for Program eligibility. Some businesses may be missed through this approach, and
one business specifically mentioned that better advertisement of the Program in trade journals would
be helpful to small businesses.

To participate in this Program, businesses must complete an application. The community colieges'
provide assistance to the businesses during the application processes. The community colleges
submit the applications to the DED on behalf of the businesses. If the applications are incomplete or
unclear, they are returned to the community college for clarification. In some cases, the DED has
contacted the businesses directly for additional information or explanations.

As noted above, the DED review panel initially met monthly as a review committee to evaluate and
discuss applications. The process has been streamlined by dispersing applications to commitiee
members for review and comments as the applications arrive at the DED. The community colleges
have some concern with the turn-around time for the applications and would like to see the process
expedited even further. This was also a concern noted by at least two businesses that responded to
the business survey. One business noted that it had taken 5 months to receive notification from the
DED of the award and another stated that it had only two weeks notice from the commanity college
to complete ail necessary paperwork for the application.

The community colleges stated that the DED could improve the process by setting an internal
one-week deadline for turn-around after the application has been received. To do this, the DED
could assign two personnel to review all applications under the Program. This would expedite the
process over using a team approach, it would eliminate delay due to leave and other commitments,
and would provide greater consistency in application evaluation.

There were some complaints from the community colleges about the amount of information required
in the applications themselves. Most of the required information in the applications was specified in
the original legislation. The legislation was amended during the 1991 Legislative Sessicn to
streamline several of the requirements, some of which were deemed to be unnecessary and some
which provided an advantage toward larger businesses. The community colleges suggested that the
DED should review the application with input from the community colleges and seek to eliminate
the criteria not related to the Program itself.

bes
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\ward Notificat

In at least one case, a business had been notified of a pending award by the DED, although the
community college board of directors had not given final approval for communi¢y college
participation. The businesses were later notified of the denial of award after receiving approval
from the DED. As the community colleges are the link between business and the DED, it would
reduce the potential for dissatisfaction among the applicants if the community colleges were assigned
the responsibility to notify the business of approval/denial of the application following the decision
of the local board of directors.

Program Funding Allocations

Currently, Program funding is allocated on a formula based upon the population of the community
college district (Appendix A). Allocations are caiculated by the DED and then funds are dispersed
to the community colleges via the State Treasurer's Office. The community colleges would prefer to
receive direct appropriations from the State and conduct the application review process themselves.
The colleges state this would expedite the application process, would reduce the amount of
bureaucracy, and would reduce administrative costs in the DED.

Comments

Community colleges would like to see greater resources provided by the State to fund this Program.
It appears that the current funding level is not enough to meet the current and future demand for
retraining funds. The community college representatives state that the demand for job retraining will
increase dramatically in the future due to the rapid technological changes in the way business is
conducted and the increasing need to remain competitive with national and foreign business.

The community colleges were impressed with the way that this Program benefits the existing
industry base in the State and does not focus on new business starts or relocations like most of the

other job training programs.

The community colleges indicated that benefits to the business includes:
+ upgrades of workers skills and provides more marketable work force;
+ improves competitiveness;

+  assists the lower rank and file of employee rather than only the administrative level cf the
business;

+ provides a positive attitude for employees and for employsrs toward State government;
+ provides assistance to smaller companies;

- encourages diversification;

+ ieduces production costs;

« improves the relationship between companies and community colleges.
-8-




Results of Survey of Business Participants

In an effort to determine the views of business participants about the program and to identify any
concerns or recommended changes from the businesses perspective, a telephone survey was
developed by staff of the LFB. Staff contacted and obtained responses from 43% of the business
participants. Based on the information collected, it is clear that Program participants are satisfied
with the Program and the interaction with community college and the DED staff. However, several
concerns were noted by various businesses and are discussed below.

P Solicitati

Businesses were asked to explain how they initially heard about the Program. Only two of the
respondents had not initially heard of the Program through a community college. Of those, one had

read about the Program in a trade brochure and the other learned about the Program through other
business contacts.

licati I ur

The businesses were also asked to critique the application process and the paperwork involved in the
on-going administration of the Program. Most believed that the application materials collected were
reasonable and that the community colleges provided sufficient kelp, when necessary, to clarify and
complete the application in the appropriate manner. While the requested material was viewed as
necessary given this is a "government” program, most felt it was lengthy and should be reduced if
possible. Particularly smaller companies felt that it became a tedious, cumbersome process to
assemble all the required information, but it was viewed as acceptable du~ to the amount of
assistance provided by the community college staff. However, without that assistance several
indicated they would have not been able to compile all the information necessary.

The additional paperwork involved in the Program resulted in minimal additional work for the
companies involved. Only a few companies indicated it was necessary to establish additional
record-keeping practices in order to maintain the appropriate materials, and those were companies
with fewer than 100 employees. Several companies noted that the record-keeping requirements and
the assistance provided by the community colleges in better organizing already collected information
has helped with other internal record-keeping needs.

When asked specifically about the level of assist:nce provided through community colleges and the
DED, almost universally the businesses reported the assistance received was good to excellent.

More businesses (95 %) cited the assistance of the community college than the DED (15%) as being
useful to them. This was not an unexpected result as the community colleges work more closely
with these business than the DED would have a need to. Among those who indicated they had direct
contact with the DED staff, the comments were positive and the businesses believed they were
treated appropriately.




Training Program

The majority of respondents noted that they had not completed the training program at the time of
the survey. In fact, according to the DED only five companies have completed the training which
the Program is helping to fund. Those companies in the process of conducting the training are
satisfied with the training the staff are receiving. Several noted that the training has already proven
beneficial and that continued training wili be modeled after the current training process.

Larger companies were more likely to use internal or a combination of internal and outside trainers
while small companies all used outside trainers.

Impact of Training on Business

While it is too soon for most business to determine the effects of the training employees are
receiving on productivity and business viability, many respondents indicated positive results already

in evidence or had expectations of benefits to come. Typical responses to the training being received
include the following:

The training is essential to the survivai of the business.

Training makes the employees more vaiuable (productive and knowledgeable) to the
company and in the job market.

Helps the company reduce costs of inefficient processes and practices.

It is a developmental tool for the staff and the company ana will help us maintain or gain
market share in the future.

Enables employees ¢o solve more problemis on their own and be more creative.

Lets the employees know we value them and are willing to invest in them to assure their
future and ours (serves as motivator for them).

Provides managers with a bette; understanding of the way subordinates can provide input
into the operation and the benefits of teamwork.

Provides cross-training for employees in several skill areas which benefits the company
and the employee.

To stay competitive in the long-term this type of training (retraining) is necessary for
most companies in a competitive and changing environment.

Impact of Funding

Companies were asked if training would have been undertaken without the financial assistance
provided through the Program. Of those responding, approximately 35% said they would have been
unable to conduct the training at this time without the financial assistance. Another 60% of the
businesses acknowledged that some training would have been undertaken regardless, but that the
funding allowed more depth, quicker start-up, and better planned training than they would otherwise
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have been able to pursue. Two companies said they would have done the same or similar training
without the funding provided, but that it allowed those resources to be used in other areas of the
company.

Future Demand for Retraining/Retoolin

All companies noted that there would be a continuing nced for retraining to enable Iowa firms to
remain competitive and current with available techrology. Several companies noted they had
increased their training budget substantially and one indicated an increase from $40,000 in 1990 to
$2,000,000 for 1992 to provide employee training. Several noted that assistance such as that
provided by this Program is essential to maintaining Iowa businesses, particularly small businesses.

men i

While many companies stated that it was too early in the training program to recommend any -
changes, several noted that even though the paperwork was not extremely taxing, the Program
should look at streamlining the amount of information required for the application process. This was
the recommendation most often noted. Among other comments were the following:

Increase the amount of funds that can be applied for, large companies have needs that are
much larger than the $50,000 limit.

Consider using a property tax credit rather thaﬁ direct appropriation of funds.

Clarify definitions of requirements of the Program (e.g., what is allowed for expenses,
training costs, etc.)

Improve public relations and advertising, would not have heard of the Program if a
colleague had not mentioned it. Don't just rely on community colleges to notify all
businesses.

Allow funding of trade seminars and sponsor trade shows in Jowa for small businesses
where new products, approaches, and technologies may be shared.

Community colleges should provide more lead time when funds are available for the
application process.

Development of people skills and team building among employees should be wwighted as
high as increasing hard technology in the funding ratings in the application process.

Better communication of deadlines from community colleges.
Future Business Trends

Finally, when asked about plans to diversify product lines or increase employment in the near
future, most companies either did not know or were unwilling to discuss the issue at this time.

However, a few noted that the reason for the training was product change or additional product
lines.

-11-
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Findings And Recommendations

The specific items which the LFB was directed to investigate were the following:

1. The number of loans, forgivable loans, or grants provided.

Based on the information reviewed from the appiications, no loans were provided; only
forgivable loans and grants were issued to applicants. Of the participants, only consortia
training projects received grants (7) and the remaining projects received forgivable loans
(83). The DED commented that no business would apply for the funding if it had to
accept a standard loan. The LFB was able to identify only two of the participating
companies which had applied for and utilized any type of loan within the last three years
for training purposes. These were from the Jowa Community Economic Betterment
Program and the federal Small Business Administration, both provide forgivable loan
programs.

2. The number of loans defaultad.

To date no loans have defaulted, as the few projects that have finished the training have
been in compliance with the contract (prior to final audit). Should any of the companies
fail to complete the training or not comply with the comply with the contractual
arrangements, the DED will deterinine the extent of default and require repayment of a
portion or all of the forgivable loan.

3. The average size of the business receiving retraining assistance.

The average number of employees among businesses being provided assistance through
this Program is 508, with a range of from 9 to 2,770 employees.

4. The effect of the Program upon wages of participating workers and nonparticipating
workers.

Of those businesses receiving assistance, 24 specified that wages of employees would
increase as a result of the training provided. /imong those projects, projected increases in
the amount of the wage varied from $0.05 per hour to $2.00 per hour. Currently, the
LFB and the DED are working with the DES to determine whether these increases
actually occurred and the likelihood that the employees would have received similar
increases without the retraining, and what changes were made in the salaries of
nonparticipating staff as well as salaries in the county and the industry on a statewide

basis.
5. The effect of the retraining programs on the State's economy.

The effects of the training projects on the State's economy cannot be estimated at this
time, as so few of the companies involved have completed the training. It will be
necessary to follow the progress of the individual companies for at least a year after the
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project training ends to begin to estimate the impact on the economy. Currently, the LFB
and the DED are working with the DES to collect both pre- and post-project data on the
businesses that have participated to enable the estimation of the economic impact of the
Program.

Based on the review by the LFB of the Job Retraining Program, the following recommendations and
policy alternatives are offered.

. The coordination of the Job Retraining Program should remain in the DED. Since this

Program is operated through 15 different community colleges, it is necessary to have a
central authority to coordinate and direct the Program. If Program coordination were
transferred to community colleges, the consistency provided through the DED application
review and Program monitoring and the accompanying administrative costs would be
dispersed 15 different ways. This would actually increase administrative costs at the
expense of central accountability of State dollars.

. To improve Program planning for each fiscal year, the community colleges should submit

a "probable" list of applications for the first six months of the fiscal year and the second
six months of the fiscal year. Some of the community colleges had planned to expend
additional FY 1991 funds which were to be reallocated after March 1, but which were
deappropriated. This caused some frustration amoig community colleges and businesses.

. The current statute requires a business to meet one of three criteria to be eligible for a

grant or forgivable loan. They include: A) a net increase in the number of employment
positions; B) a net increase in the wages paid to participating workers; or, C) a net
increase in the quality of the employment positions held by participating workers. The
majority of projects have been forgivable loans with only criteria "C" being met. Since
an increase in the quality of an employment positions is a subjective decision and difficult
to measure, it is recommended that the current statute be changed to eliminate this
requirement. If the requirement remains, the DED should provide an objective/
measurable way to judge an increase in the quality of an employment position to remain
within the intent of the law.

. The DED should develop a proposal for an alternative funding mechanism for smaller

companies of an employee size range determined by the DED, and consider either
reducing or eliminating the required funding match of one-to-one. A different formula
could be established to encourage the smaller companies to utilize the Program for
meeting retraining needs. This should be presented to the Economic Development
Appropriations Subcommittee during the 1992 Legislative Session for consideration.

. The DED should request that the Department of Education, which is currently

establishing rules for sharing incentives at community colleges, include incentives to have
Job Retraining Program specialized instructors. This would permit the community
colleges to share instructors for the Program, rather than have the instructors’
specialization duplicated in more than the number of community colleges offering
specialized instruction to employees in need of the retraining.

-13 -
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6. The DED and the community colleges should review their current evaluation forms and
design a single form that will provide the information beneficial to both without
duplicating the evaluation process for the business involved in the Program.

7. The Legislative Council should consider continuing this review through the end of FY
1993. This will allow all projects which received funding during FY 1990 to complete
their individual training projects, and to allow at least one year for the collection of
follow-up information relevant to the wages, level of employment, and business success
of the companies which received assistance.

Departmental Response
The DED has reviewed the report and prepared a written response which is included in Appendix D.
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STATE OF

IOWA

TERRY E. BRANSTAD, GOVERNOR DEPARTMENT OF ECONOMIC DEVELOPMENT
ALLAN T. THOMS, DIRECTOR

July 15, 1991

Dennis F._outy, Director
Legislative Fiscal Bureau
State Capitol

LOCAL

Dear Mr. Prouty:

The Department of Economic Development has received a draft copy
of the Legislative Fiscal Bureau's evaluation of the Iowa
retraining Program. We appreciate the thoroughness of the LFB
staff in reviewing this complex program, and we generally agree
with their findings and recommendations. Our responses to the
specific recommendations listed on pages 13 and 14 follow.

1. The Department agrees.

2. The Department currently receives informal, verbal
projections from community college personnel regarding
Retraining activity throughout the year. We would certainly
consider more formal methods of notification, and will
pursue this matter with the community colleges.

3. The Department has noted that some quality of job issues are
not readily quantifiable, such as when employees are given
ownership in their positions, and their morale and
productivity therefore improves. More importantly, we would
like to point out that criteria "C" is defined in the
legislation and does include criteria which are objective in
nature. This definition refers to turnover, dollar value of
wages, full-time vs. part-time, etc.

4. The Department agrees with this recommendation and plans to
examine alternative mechanisms for serving very small
companies.

5. The Department agrees with this recommendation and will
pursue it further with the Department of Education.
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7.

The Department feels that because the types of training that
are undertaken are so diverse, it would be unfeasible to
require a single evaluation form suitable to all projects.
However, we will attempt to identify some common elements
that can be included in all evaluations.

‘The Department agrees with this recommendation.

There are several other items in the report that bear comment,
although most are simply clarifications:

Program Operations at IDED

IDED

Page 2 - We would like to elaborate on the composition of
the Retraining Rcview Committee. The review committee
initially consisted of seven members. Six members were
Department staff, selected from various work units including
Workforce Development, Business Development & Financial
Assistance, and Existing Industry. The other member was a
representative of the Department of Education. Currently,
four Department staff independently review the applications
and the entire committee meets to discuss problematic
applications. 1In addition, the full committee mects on a
quarterly basis to provide oversight and ensure consistency
for the application review process.

Page three mentions the fees charged by the colleges to
participating companies for application preparation and
administrative purposes. We wish to note that not all
colleges charge both fees. Some colleges may charge only an
application fee, while others may only charge an
administrative fee.

Staff Concerns and Recommendations

On page 6, it is mentioned that IDED seeks an improved
relationship with the community colleges with regard to over
commlttlng their funds. We actually believe that this issue
is due to the limited funds available for the program, which
leads some community colleges to deliberately stagger
project applications so that they cross fiscal years,
especially as the March 1 reallocation deadline approaches.




The final paragraph under the same category, the Department
questions whether the term “competition" represents the
cause of the matter. We do see the need to work in
conjunction with tne community colleges and the Department
of Education to better coordinate courses and programs
offered by the various colleges.

Results of Survey Of/And Interviews With Community College Staff
Application Procedure

Page 7 - The Department acknowledges that delays occurred in
approving applications and executing contracts during the
first several months of actual implementation due to the
need to develop sound procedures, contract formats, and
ensure common understanding of policies among all those
involved with the program. Since this time, however, we
have implemented a more streamlined review process which
results in determinations being made within two weeks, and
often within one week. We have achieved this time frame
consistently except for the period during the Spring of 1991
when we received an abnormal number of applications just
prior to the March 1 reallocation deadline and were

simultaneously awaiting the results of deappropriations
proposals.

Please note that the review criteria reflect the
requirements set forth in the Code of Iowa, so we cannot
unilaterally simplify them. We will, however, continue to
review with the community colleges, businesses, labor
officials, and other interested parties on an on-going
basis, all aspects on the program with a view toward
continually improving the program.

ward ificatio

Page 8 - The Department makes the final determination
regarding project awards to business applicants. The
Department either notifies the business directly with an
award letter (and sends a copy to the college), or the
Department sends the award letter to the college, which in
turn distributes the letter to the business (three colleges
have requested this process). The community college board
of directors approves the college’s business selections for
internal purposes, however, the board does not give final

award approval once the agplication has been submitted to
the Department.
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Results of Survey of Business Participants
Recommended Program Modificatjons

The Department has recently completed a brochure regarding
the Retraining Program, among others. This brochure is

currently being distributed in an effort to better inform
all Iowa firms about all of the State's training programs.

I hope this letter proves to be a helpful addition to the report
prepared by the Legislative Fiscal Bureau. If there are any
questions concerning it, please call Jeff Nall, Administrator of
the Division of Workforce Development at 242-4779.

Sincerely,

%:QZZ«_\

Allan T..Thoms
Director




